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ABSTRACT 
Sago is a native Indonesian plant that grows in the Indonesian Archipelago Coastal Zone. In 
Indonesia the centers of sago plantations are spread in Papua, West Papua, Maluku, North 
Maluku, Riau, Sulawesi and Kalimantan. Sago can be an alternative to meet food and energy 
needs. The current development of sago is urgent because the fulfillment of food in Indonesia 
currently only leads to one commodity, namely rice, while the rice diversification program has 
not gone well.The development of the plantation sector, especially sago plants in Siak Regency, 
is part of regional development, which aims to increase the production, income, welfare and 
prosperity of the community in harmony with regional potential so that the plantation sector, 
especially sago plants, can play an important role to develop regional economy, support regional 
development, create job opportunities, encourage the development of downstream industries and 
support the preservation of natural resources and the environment.The availability of food which 
is not the main food in Siak Regency, especially the sago plant has an area of 11,557.00 ha with 
production reaching 19,904.00 tons. In realizing the above role in an effort to increase the 
production of sago plants, it is necessary to have an economic feasibility study of sago plant 
development activities in the Sungai Apit and Sabak Auh Sub-district, Siak Regency. Economic 
feasibility analysis aims to assess whether the development of sago plants is feasible or not 
economically to be developed in the coastal areas of Sungai Apit and Sabak Auh Sub-district, 
Siak Regency. The analysis used uses the Payback period method, Return on investment, Net 
present value, and Internal rate of return.  
Keywords : Sago, Economic Feasibility, Return on investment, Net present value, and Internal 
rate of return. 
INTRODUCTION 
Sago is a native plant of Indonesia 
with one of the planting center locations 
in Riau. Sago can be used as an 
alternative to fulfill food and energy 
needs. 
The development of the plantation 
sector, especially sago plants in Siak 
Regency, is part of regional development, 
which aims to increase the production, 
income, welfare and prosperity of the 
community in harmony with regional 
potential so that the plantation sector, 
especially sago plants, can play an 
important role to develop regional 
economy, support regional development, 
create job opportunities, encourage the 
development of downstream industries, 
support the preservation of natural 
resources and the environment and 
support food security / fulfillment of food 
consumption other than rice plants. 
In realizing the various roles 
above, it is necessary to have a study 
related to the economic feasibility of sago 
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plant development activities in the Sungai 
Apit and Sabak Auh Sub-Districts. 
METHODOLOGY 
Sago is a native Indonesian plant 
that grows in the Indonesian Archipelago 
Coastal Zone (Bakhtiar, 2017). The 
analysis carried out in the People's Sago 
Plant Development Study in Coastal 
Areas in Siak Regency is by conducting a 
Socio-Economic Analysis which aims to 
identify the social component in the sago 
development plan, because this plant is an 
economic value plant to be developed 
(Bintoro, 2010). This analysis looks at the 
desires, readiness, expectations, and 
wisdom of the community in developing 
sago plants, so that it can be seen whether 
the development of sago plants is feasible 
or not economically to be developed in 
the coastal areas of Siak Regency. The 
economic analysis specifically uses the 
Payback analysis, Return on investment, 
Net present value, and Internal rate of 
return. 
RESULTS AND DISCUSSION 
Residents in the coastal area of 
Siak Regency still have low interest in 
planting sago and still less dominant than 
oil palm and rubber cultivation. Most 
people replace sago palm trees to oil palm 
plantation. This is because the palm oil 
harvesting cycle is faster than the sago 
plant. But if asked about the benefits of 
sago farming and oil palm, the 
community acknowledges that sago 
farming is more mathematically 
beneficial. However, the majority of 
people's livelihoods are farmers and 
fishermen / sellers of water transportation 
services so that they will be mutually 
beneficial in the development of sago 
plants. Farmers who are encouraged to 
develop sago plants will be helped by the 
existence of water transportation services 
to transport the sago products to the 
refinery site. Knowledge about the 
cultivation of local sago plants is quite 
good, but it needs to be equipped with 
better cultivation techniques. 
a. Payback period 
Payback period is a quantitative test 
used to calculate the period of time 
needed to repay the investment costs 
that have been incurred (Husnan, 
2005). 
In analyzing the payback period, it is 
carried out on the following 
assumptions: 
1. Analysis is carried out per hectare of 
sago land. 
2. Initial analysis is assumed for 20 
years. 
3. Land price per hectare = Rp. 
15,000,000.00. 
4. The cost of clearing land using 
heavy equipment = Rp. 
5,000,000.00. 
5. 1 hectare of land can be planted 134 
tree seedlings with planting costs of 
Rp 20,000.00 per tree and seed price 
of Rp 10,000.00. 
6. 1 sago tree can produce 10-13 tual 
sago, but in this analysis 11 
assumptions are taken. 
7. Harvesting costs of Rp. 7,300 per 
tual, assuming a 5% increase per 
year. 
8. Transportation costs for 
transporting sago to the factory = 
Rp. 3,000 per tual, assuming a 5% 
increase per year. 
9. The price of sago per tual of Rp. 
40,000.00 is assumed to increase by 
2.5% per year. 
10. The price of fertilizer per kg for 
the Apit River area is based on the 
results of the survey, the price of 
Non-Subsidized Urea is Rp. 
5,000.00; Organic Phosphate price 
of Rp. 1,750.00 TSP price of 
5,600.00; the price of KIES is Rp. 
1,400. The price of this fertilizer is 
assumed to increase by 2.5% per 
year. 
The following is an analysis table 
of investment costs and profits that 
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will produce estimates of the payback 
period from the people's sago plant 
business per hectare unit. 
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From the results of the cost 
benefit analysis above, it can be obtained 
that the Sago Plant Business is able to 
repay the investment because the net 
profit (cumulative) in the 10th year has 
reached a value (positive) of Rp 
39,289,287.00. Therefore, the Payback 
Period occurs in the 10th year of the 
planting of the people's sago. 
b. Return on investment 
Return on investment is the amount 
of profit that can be obtained (in%) 
over a predetermined period of time to 
run the project (Rangkuti, 2014). To 
calculate, the following formula is 
used: 
𝑅𝑂𝐼 =
Total Benefit − Total Cost
Total Cost
 𝑥 100% 
𝑅𝑂𝐼
=
(1.000.097.688) − (586.857.989)
(586.857.989)
 𝑥 100% 
𝑅𝑂𝐼 = 69,71% 
The ROI from the analysis of sago 
cultivation is 71.42% positive, so 
ROI is considered feasible. 
c. Net present value 
There are several terminologies 
that need to be addressed, including: 
1. Present Value: The present value of 
the acquisition (money) that will be 
obtained in the coming year. 
2. Net Present Value: Deviation 
between income and expenditure 
per year. 
3. Discount Rate: Numbers used to 
discount the revenue that will be 
obtained in the coming year are the 
present value. To calculate this 
discount rate, the following formula 
can be used: 
d = 1/(1+i)t 
where :  
d = discount rate  
i = Interest rate  
t = year 
NPV can be calculated by using the 
following         formula:  
 
Where :   
Bt = Benefit in the year of-t  
Ct = Cost in the year of -t  
i = Specified interest rate 
t = year  
K0=Initial investment of year 0 (before 
project starts)  
Criteria :  
NPV > 0 Feasible  
NPV = 0 Indifferent  
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NPV < 0 Unfeasible 
 
 
NPV = NPV1 + NPV2 + NPV3 + NPV4 + NPV4 + 
NPV5 + NPV6 + NPV7 + NPV8 + NPV9 + 
NPV10 + NPV11 + NPV12 + NPV13 
+ NPV14 + NPV15 
NPV =       27.589.225 
NPV > 0, so the sago plant business 
is considered feasible 
d. Internal rate of return 
It is a method that considers the 
time value of money. In the NPV 
method, the desired interest rate has 
been set before, while the IRR method 
actually calculates the interest rate 
(Rangkuti,2014). The interest rate 
that will be calculated is the interest 
rate which will make the present 
value of each proceeds discounted at 
the interest rate equal to the present 
value of the initial cash outflow 
(project value). In other words, this 
interest rate is the exact interest rate 
of the investment worth break-even, 
which is not profitable and also not 
detrimental. This breakeven interest 
rate is referred to as the Internal Rate 
of Return (IRR), if the ratio between 
IRR and the rate of return (rate 
return), if the IRR is greater than the 
rate of return then the investment is 
concluded to be profitable. The 
calculation of IRR can be formulated 
as follows: 
 
where,  
i1  =  The first interest rate that 
causes a positive value of 
NPV 
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i2  = The second interest rate that 
causes a positive value of 
NPV 
NPV1 =  Positive NPV with interest 
rate i1 
NPV2  = Positive NPV with interest 
rate i2 
 
 
NPV 1 (+) = 24..589.225 
NPV 2 (-) = - 2.358.607 
 
So, it is obtained that IRR = 10.53%, 
IRR> 15%. 
This means that this project will generate 
profits at an interest rate of 10.53% per 
year. If the desired return rate is 15% per 
year, then the IRR is> 15%, so the project 
can be accepted. 
 
 
 
Table 4 
Economic Feasibility Analysis Results 
No Analysis 
Component 
Results Description 
1 Payback 
Period 
10 years  
2 Return On 
Investment 
71,42 % ROI > 0, stated 
feasible 
3 Net Present 
Value 
27.589.225 NPV > 0, stated 
feasible 
4 Internal Rate 
Ratio 
10,53 % IRR > 15%, 
stated feasible 
Source: Analysis of researchers, 2017 
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CONCLUSIONS  
In general, the cultivation and 
utilization of sago provide more benefits, 
both at the level of economic 
improvement, social welfare, the supply 
of national food commodities, to the 
provision of employment and business. 
And more importantly, if these efforts are 
carried out consistently, we can 
contribute significantly to the fulfillment 
of world food. For national food, 
certainly the use of sago as a carbohydrate 
food commodity also contributes to 
reducing dependence on rice which is 
currently absorbed by almost 80% by the 
Indonesian people, so that food 
diversification programs can be 
implemented by utilizing local food 
resources. 
In addition to the nature and 
nutritional content it has, sago can be 
relied upon as a food diversification 
commodity considering the price that is 
still affordable by the wider community. 
The price of sago is easier and cheaper to 
access by the lower class of society 
compared to rice. In this context a policy 
can be consolidated, that the sago 
commodity is very promising as a future 
national food source. 
It is important to keep in mind that 
there is no single food that contains all the 
nutrients that the body needs in sufficient 
quantities. If you want to fulfill all the 
nutrients you need, there is no way except 
to increase the diversity of food that is 
eaten every day. With a combination of 
diverse consumption, the nutritional 
elements of food will complement each 
other. One nutrient deficiency from food 
ingredients will be covered by other food 
ingredients. Diverse food consumption 
will be better for the health of the body, 
compared to consumption patterns that 
rely solely on certain single foods. 
According to some experts, sago starch is 
even known to contain long-lasting starch 
resistant intestines and is beneficial for 
microbes in the intestine. 
Indeed, it is time for us to use local 
resources to support national food 
policies. By utilizing local raw materials, 
we should have followed the mandate of 
Presidential Regulation No. 22 of 2009 
concerning the policy of accelerating the 
diversification of food consumption 
based on local resources. Hopefully our 
tireless efforts in cultivating food 
diversification, especially sago 
commodities, provide a meaningful 
legacy for future generations of Indonesia 
in creating food security and independent 
food sovereignty. 
To improve the management system 
for the empowerment of sago farmers / 
processors in the future, it should be 
noted that the development of sago 
natural resources must be planned 
properly and integrated by the central and 
regional governments through the 
implementation of policies in the food 
sector (diversification of non-rice food 
sources) and supported by allocating 
funds for the development through APBN 
and APBD, involving other stakeholders 
including the community as the subject of 
the program. The sago natural resource 
management system must pay attention to 
aspects of economic, social and 
ecological sustainability as well as 
various local wisdoms in order to protect 
and prevent over-exploitation which 
results in environmental degradation. 
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